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tmLIn" NAME: South central Bell Telephone Canpany

BUSINESS TRANSACTIONS WITH RELATED PARTIES

List e.ch contract., arreemeut., or businus traDI.e:ti= aceediD, a camw.t:i... amount of2,600
in anyone year, entered into between the Respondent and a busiDe.. fir financial flrranization, mm,
or partnership named on page 41 identifying the particular amounu, dates and product, asset., fir

.emce involved.

P.rt I. Specific In.truc:tions: Services and Products Receind fir Pnmde4.

1. Ent.e:r in this pan aD tranaactioUi inYohinr .enicu and products received fir pr'D?ic!ec!.
2. Below are aome t;n>e.s of tran.actiom to include:

• man.gement, legal .nd .c:eountiDr ,enice. - m.terial and .upplies fmoDishec!
• computer leT'riceS -leasinr ofstructu:res, land, and equipment
• engineering and con.truetion services • all rental transaction.
• repair .nd .erriang of equipment • ..le, purch.se fir transfer of ....riou.

products

Description Contract or Annual ChaTles
Name of Company Service andlor ~e:nent

or Related Party Name of Product Effective Dates (PNTChased Amount
or (S>old

BellSouth Advertising &Directory publi ~hing P 238
Publishing Co. (BAP:D)

BellSouth ~icationc , P 180
Inc.
BellSouth Financial Financing Servi es P 138
Services ~

BellSouth Infonnation Data Processing P 73
Systems Services
DataServ IData Processing P 69

!Equiyxnent lease
and repair

BellSouth Educational Training p 21
Services

Stevens Graphics iPrinting p 14
~.n::A ~bbile Coomunic tion p 7

Iservices
BellSouth Corporation !External Affair: p 5
(OC)
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SOUTH CENTRAL BELL
TELEPHONE COMPANY

IN UI NOTICE AND APPLICATION 01"
SOUTH CENTNAL BELL
TELEPHONE COMPANY FOR
ADOPTION AND IMPLEMENT­
ATION OF A RATE STABILI­
ZATION PLAN FOR ITS
MISSISSIPPI OPERATIONS.

This cau.e ill })efore ~he Misd••ippi Public Service

Commission C"Co:lllZlli•• ion") tor tinal de~ermina~ion of all

i ••ues pre.entee! in ~i. ca.e, and the Co_i••ion , having

determined tha~ it has fUll jurise!iction cf the partie. and

of the .~j.ct matter of ~i. proceeding, and having

considered the oral and documentary te.timony and other

evidonee presented, nowmakea the following finding. and order

herein:

I. pBOCEcyBAL IACXqBOUND

On Nove~.r 15, 1"9, South Central .ell Telephone

Company ("SCS" or "Company") tUed wi~h thia Commission its

Notice and Application For Adoption And Implementation Of A

Rate stabilization Plan ("Mississippi Rate Stabilization

Plan") or CltPlan lt ) tor its Mi••i ••ippi operatione.

Thereafter, notice wa. given as required by law to all

potentially interes~ed parties and to ~he pUblic. The

Attorney aeneral of the State ot Mississippi ("Attorney

aeneral"), the United States Department of Defenee ("DOD"),

various ineSependent telephone companies ("Independents"), the

M1ssissippi A••ociation ot Re.eller. CltResellers"), ATilT

Communications of the South Cen~ral State., Inc. ("AT&T"), MCl

Telecommunications Corporation ("MCI") and Mi.sissippi Legal
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Services Coalition and Southeast Mississippi Leqal services

(collectively "tAqal Services") all intervened in this

proceeding.

On December 11, 1989, ~he commi•• ion .u.p.n~e~ the

company's propo8ed ra~es, charq•• and Plan tor a perio~ not

to exc••d 120 day. and directed the Public Utilities Start

("Staff") to make .. full inveltiqation to determine the

rea.onablene•• and lawfulne•• of the proposed rate., charqes,

an~ Plan.

SUb.equently, on January 31, 1990, the C01lllDi••lon antered

i~. Second Amended Schadulinq order in which, amonq other

thing., the commi•• ion e.tabli.hed a schedule tor ~he tilinq

ot te.timony and exhibit. by all parti•• and intervenors, tor

the filinq ot da~a reque.t. and re.ponse. ~ereto by certain

.pecified date.' tor a prehaarinq conference to b. conducted

on April 24, 1190: tor ~e tilinq of tinal te.timony and

exhibits .ub.equent to the prehearinq conterence' and for tbe

public hearinq. to commenCe May 14, 1990.

The prehearinq conterence was conduc~.d a. scheduled,

with extensive discus. ion. and neqotiations amonq the Statt,

the parties, and the Intervenors. On April 28, 1"0, .s ..

consequence of the prehearinq conference, the Statf, the

Attorney General, Leqal Services, and the Company entered into

certain StipUlations which were thereafter accepted and

adopted by ~he Commission by its Order ot May 7, 1990.

On April 27, 1990, AT''!' and the c01IIpany entered into

aertain Stipula~ions. On May 14, 1990, the At~orn.y General,

the Company an~ Legal Serviaes en~ere~ into certain ad~1tional

Stipulation.. Both o~ these Stipulations were tiled with the

Commis.ion and mad. part ot ~he reaord.

Prior to the C01ll1lencelll.n~ ot pUblic hearinqs 1n this

cause, the Independents Who had intervened vit.hdrew their

intervention. and all te.~illlony and pl.ading_ a••ociated

therewith and were di••i ••ed trom this ca.e.

Upon the com.ence.ent of public h••r1nq. 1n this cause,
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the Resellers' Motion in Limine to strike AT'T's testiMony

reqard ing' restruoturinq of the intraLATA market was heard.

The Commission qranted said motion and stated that the subject

of intraLATA oompetition should not b. .ddr••••d in this

docket but should be addre••ed in .noth.r docket in the

tuture.

Public hearings in thi. matter were commenced on May 14,

1990, and concluded on May lS, 1990. All int.re.t.d persons

and partie. w.re afforded a full opportunity to pr•••nt

statem.nta and evidence. Exten.ive evidence wa. introduced,

and all partie. were afforded a rea.onatll. opportunity to

cros.-examine witne.ses of all other partie••

II • lINRrHAS

SUb.equent to the concluaion of the publio hearinqs, the

Commission haa dUly considered all of the pretiled direct,

supplemental and rebuttal te.timony and other evidence, and

do•• now make and enter the followinq findinqaa

A.

Recognizing the va.t chang.. that had occu~ed and were

occurring in the talecommunications industry, in our Order of

August 10, 1~8B, we ••tab1ished Docket U-5214 to addres. the

implication of these chanqe. on the provision of

telecommunication .ervice. 1n Mi••i ••ippi. Amonq other

thinqe, we direoted the Company to file with u. an overall

plan for the development of new technologies 1n this state,

and to tile a propo.ed .tate-wide plan and tariffs to otfer

on en optional ba.i. a method ot .ervice that would (1) permit

ratepayers to have some control over their local charges: (2)

help low income persons to have acce.. ~o the company' s

"etwork, and '(3) address extended are. call1n9 concerns. In

re.pon•• to the Commia.ion'. Order of AU9uet 10, 1988, the

Company developed and provided to the OOllllia.ion detailed

information on the Company'. plans tor ~he deployment of

technology, e.pecially in the rural areae of this State. In

3
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a~~ition, the Company developed a state-wide plan to provide

Mississippi ratepayers a local .ervice option that would allow

them to control their local telephone charges and that would

addr••• extended area callinq concerns. This plan, called the

Area Callinq Plan (ftAcpn), is available in =uch ot the state

and will be available to all South Central Bell Mississippi

customers by the end ot 1990. Because some custo~er. may want

to keep their service exactly the way it is, thia new uaaqe

based local .ervice offerinq is provided a. an optional plan.

Moreover, in Docket U-5214, we directed ~a tormation ot a

Task torce to study and make recommendations to us concerninq

requlatory approaoh.. oapable ot r ••pondinq to ~e chanqes and

complexities in the current telecommunication. environment.

The Ta.k Force appointed by the Commi••ion .tudied and

considered the matters a••iqned to it, and on October 29,

1988, submitted a detailad report to the Commis.ion

recommending the ••tablishment and imple.entation ot a Rate

Stabilization Plan. Atter reviewinq the report and tilinqs

ot the Task Porce, the Commission decided to deter the matter

ot new regulatory approaches tor tuture consideration.

B.

In addition, the Miaa1•• ippi Leqislature enacted Section

77-J-2(h), Mis.issippi Code ot 1972, which became etrective

Febru.ry 24, 1989, authoriz1nq this commi••ion ~o consider and

adept ~ormula r.~.-~akiftq plans, In qrantinq ~h.~ au~hcrity

to us, the Leqislature declared the publiC policy of this

State to be "to encouraqe the continued .tudy and research tor

new and innovative rate-makin9 procedure. which will protect

the State, the pUblic, the ratepayers, and the utilities, and

where poesible, reduce the costs ot the ratemak1n9 prooess."

On November 15, 1119, the Company initiated this

prooeedinq, .eekinq approval of its proposed Hi••i.sippi nate

Stabilization Plan. Our review of that Plan clearly shows

that the Plan meets all of the requirements ot the aforesaid

Section 77-3-2(h) includ1nq tho.e require.ents concerning
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per10aic revenue adjustments and hearings related there~o.

The Commission take. this opportunity to axpre••ly confirm

that the plan does not propose, nor will it be allowed, to

abrogate the atatutory requirements for haarin;••

C.

In the context of the developments de.cribed above, and

in 11gnt ot the exteneive eV1dence presented in the cours. of

this proceeding, we are convinced that the adoption ot a Rate

Stabilization Plan is in the best intere.t. ot the Company'.

ratepayer., ot the general pUblic, and ct the company it.elf.

AccorcHngly, we ordar the implamentat.ion of a Rate

Stabilization Plan for the company'. oparation. in

Hi•• issippi, a••et forth herein, however, ••••t forth balow,

in doing 80 we reject certain aapecte of the Com-pany'.

propo~ed Plan, make changes to certain other a.pects ot the

eompany'. propo.ed Plan, and order in.tead the adoption and

implamentation of the Plan a. modified harain.

D.

As noted above, during the course of th••e proceedings,

the Company and certain parties and intarvanors entered into

certain StipUlations. Not all parti.s or intervenors entered

into all of the Stipulations, however: and the Commission

formally accepted and adopted aa ita own only tho••

stipulations entered into on April 2t5~ 1990~ between the

Company, the Statf, the Attorney Oeneral, and Legal servic••.

In any evene, all partie. and intervenor. were aftorded a full

opportunity to object to said stipUlations and to present

te.timony and other evidence re.pecting tho•• Stipulations.

Notwithstanding this opportunity, no party or intervenor

objected to the StipUlations or pr.sented any evidence at the

public hearin9s contrary to or inconsist.ent with the

StipUlations dated April 26, 1990, which were accepted and

adopted by this C01ll1lliss10n.

HaVing conaidered all of the evidence pre.ented by all

of the partie. llnd intervenors r the C01a1Iia.ion does now

IS
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turther find aa followsl

1. The Companyls 1'90 for.Qa.te~ actual capital

structure of 61.55' equity and 38.45\ debt i. the appropriate

capital .tructure for the Company.

2. The total embedded cost of the company's lonq-term

and short-term debt i. 8.67'.

3. For purpose. of implementing the Ki••i ••ippi Rate

stabilization Plan, the rate ba.e for 1990 is $176,075,000.

4. The ongoing average inve.tment ba.e of ~e Company

shall be calculated in accordance with Exhibit A attached to

the April 26, 1990 Stipulation filed 1n th1. cau.e.

5. For purpose. of i=plementing the Mi••issippi Rate

Stabilization Plan, the Company'. 1noome tor 1990 i.

$110,828,000.

6. The rate of return range for u.e in the Mississippi

Rate Stabilization Plan i ••et at 10.74' to 11.7.' return on

average investment base (Rate Base a. defined in Exhibit A ot

the April 26, 1990 stipulation tiled in this cau.e).

7. South central Bell .hall reduoe rate. ettective on

~e date of ~a implemantation of ~a Mi••i ••ippi Rate

Stabilization Plan by an annual .mount ot $22,800,000. Such

reduction••hall be applied to various rate. in accord with

orderinq paragraph 3 below.

E.

Except a. her.aftar atated, ~a cocmi••ion accept. and

adopts as its own the StipUlation entered into by and between

the Company, the Attorney Caneral and Lagal Sarvic•• dated Kay

14, 1990. Tha commiaaion adopts and incorporatas into this

Order by reference all of the paragraphs of sai4 stipulation

except paragraph 5 therein Which ••ts out how the $22,800,000

rate reduction should be allocated. The Commission'.

allocation of .aid reductions i. .et forth in orderinq

paraqraph 3 below.

Having considered allot tha avidance preaen~ed by all

of the partie. and intervanor., the c01lllli•• ion does now
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further find .1 follows:

1.

The Mississippi Rate Stabilization Plan ("MRSP") formula

will exclude trom rat. base (investment ba.e) the company's

investment in Lon9-Term CWIP.

2.

MRSP formula will eXC.l.uoe rrom operatinq income l:.ne

Company's aooruals of Interest Durinq Con.truction (IDC).

3.

Each and every filin9 of • new innov.~ive ~aritf propo••l

by the Company must be accompanied by evidence that the new

.ervice Will, at a minimum, cover ite Long Run Incremental

Cost (LRIC) and provide a contribution to the overhead of the

4.

The C01IIpany shall revi.e the plan to provide for a

maximum of one revenue neutral adjustmant during the thrae­

year plan. The adjustment shall be as follows;

A. Decrease revenue. $3.01'1 from Schedule 4
(in priority order .hown)

B. Increa•• revenue. $3.0M a. follow.:

Directory A.,i.tange

Eliminate exemption. from Hotel.,
Motale and Mobile Phone••

Lit! Pavmen3j

Init1at. 1.Ot charqa for paymente not
reoeived by the billing date following
date bill rendered.

c. IAqtoup Exchange.

5.

The fOllowing reports shall be furnished to the

Commileion:

A. Monthly - combined end intra.tate income statements

and etatement. ot inveetment7

B. Monthly - MR-' report (This report d.etail. the

Company'. acce.e line. by cueto.er cla•• end type

of oentral offioe in .ervice in Mi••i ••ippi. Thie

7
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report will be tiled with the cOJllmiuion on a

proprietary ba.i. inasmuch a. it oontain.

commercially .ensitive information).

c. Quar~erly - MPSC 1.

D. BUdget and budget comparisons, on a proprietary

ba.i.,a. required by the Commi••ion.

6.

The duration of the Plan .ha:l be three years. The PSC

.hall review the Plan atter the fourth po1nt of test (mid

19;2), prior to the expiration of the Plan.

7.

The Company .hall provide the pUl:ll1c ut1l1t1•• statt with

.uoh intormation a. the statt may require to inv••tiqate the

performance ot the Plan.

8.

The Company ehall develop a co.~ .tu4y wh1ch, tor a qiv.n

12-month period, •••1qns its K1ss1••ippi 1ntraatate

inve.tment t revenue. t expen••s, taxe. , .nd return to the

.ervice. listed on Attachment A to ~e Stipulation or aa may

be mutually agreed upon by the partie.. The init1~l vera ion

ot the etudy will be completed to reflect actual reaults tor

the 12 month. ended on December 31, liil and will be filed

with the commi•• ion and the Executive Director ot the PUblic

Utilities statt under proprietary cover no later th~n June 30,

1;;2.

In ca.e ot dispute. between the company and the star!

regarding the op~ration of the Plan, such disputes will be

r ••olved by the commis.ion •••et fonh in ~. Task rorce

••port dat.d Oe~ob.r 31, l'tt.

F.

Historically, basiQ telephone exchanqe .ervice provi~.d

by ~he Company ham been priced below cost, and .ueh service

ha. be.n .ubaidized for many years by revenu.s generated from

other .enlc... The advent of comp.~ltion in the

8
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telecommunications industry tends to drive rates for various

service. toward the cost of providinq such services.

Therefore, ~t would be inappropriate tor any ot the proposed

522,800,000 rate reduction to be applied 80 as to reduce rates

tor basic local exchanqe service, Which i. alreaciy price"

below cost.

G.

Ourinq the h.arinq., te.timony wa. pre.ented reqardinq

the unique problem. relatin; to telephone services that are

currently tac.d by DeSoto and Smith County re.i4ents. DeSoto

County telephone u.er. have a .tronq community ot intere.t

with both Memphb .nd Collierville, T.nneaaee. This community

ot intere.t inclUde••tronq economic ti•• ~.tw.en the H••phis

area and the D.Soto County area. Thi. CODi••ion Urmly

believe. that hlqh toll rat•• operate a. an economic barrier.

Removin; this economic barrier would effeotively make the

entire M.mphi••rea a potential customer ot DeSoto County,

Mi.. lsaippi. AddiUonally, it woul4 allow DeSoto County

resident. incr••••d .Cce•• to th.ir :l obs and bu.in.sselS in the

Memphis ar... South Centr.l Bell's Mi••i.sippi operations,

however, .1'. bounded both by LATA boundaries and state

boundarie.. This Commis.ion is conc.rned with the ne.ds or

the citizens of DeSoto coun~y and yet racoqnizes that its

jurisdiotion over the Company does not allow a complete

eolution to this problem. To b.qin to address the problem,

the commi••lon finds that South Central Bell should adjust its

ACP rat.. to provide for reduced rates for calls to Memphis

.nd Colliervill., T.nn••••e. Further, this Commission .hall

.ntar into 4iacu.l!Iion. "ith the Tenn..... PUblic Service

Commi••ion, the Company and all oth.r tel.phone companie.

providinq ••rvice in that area, to ••ek to d.velop reciprocal

c.lllnq arranqements from th••e Tenn..... .xchanqes into

Ml..is.ippi.

Repr•••nt.tive. from Smith County pre••nted ar9uments

which .upported the n.ed to r.evaluate arrangements for local
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callin; in the coun~y.

In the int.r.s~ of bein; reaponsiv. to the .xpr••••d.

ne.d. ot smith County re.idents, and a. 4 vehicle tor

gatherin; data en po•• ible future enhancemants tor the ACP,

the Co~iaaion finds that modifications to the ACP fer Smith

county on a trial baai. are de.irable. The Co=pany and the

St.aff should work to,ether to determ1ne auch mocHflcations and

implementation achedule. Upon the accumulation of .ufficien~

data the ataft and the Company ahall review the result. of the

SllIith county 1Il0diticaUon to determine ~e fe.dbUity and

desirability ot e)(tancl1n; the mod1f1cationa on a statewide

bacis.

H.

'1"he .vidence pr••enteeS w•• aharply conflicting concemine;

the nece.aity tor and trequency ot hearing. when change. in

rat•• are to be made under the Plan tollowin; the Company's

.emi-annual report. to the C01ll1lli••ion ot certain required

tinancial data. Certain Intervenors proposed that hearing.

be held avery tim. there i. any auch change 1n rat.. under the

Plan. The Commi••ion finds that thia proposal ia wholly

unworkable and would de teat the very eftioienoios that the

Plan i. de.i;ned to aooompli.h. Accordingly, the Commission

determine. that no hearings will be required with respect to

change. in rate. under the Plan, so Ion; a. thes. changes are

within the limits pre.cribed by Section 77-3-2(h).

I.

Th. ev14ence w.. al.o conflictin; concerninq the

neoe.aity tor hearing. before modification can be made to

certain acheCSule. found 1n the Plan. '!'he Plan proposed by the

Company prOVided that .ervices subject to change under the

Plan were specified in Schedules 4 and 5 to the Plan. That

propo••d Plan further proviCSed tor periodic reviews by the

Commi•• ion and the Company re.pecting any modificationc that

.hould b. made to th080 Sohedules. 11'1 our vi.w, this proposal

t. unacoeptable b.cause it place. entirely too much authority

10
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1n the handa of the company and the S~att, withou~ the

safeguards ot notice to persons Who may be atfected by such

modifications to Schedul•• 4 and 5 and the opportunity for

them to be heard. It any modification. to Schedules 4 or 5

are propossc1 by the COZllpany or the Staft, an appropriate

reque.t to the Co~ie.ion theretor mu.t be made, and notice

will be qiven to peraons potentially atfected thereby, anc1,

it appropria~e, hsarin9s will be held to determine whether

such modifioations should be made. Accordinqly, the

Commi.slon order. the preparation of a ~ate Stabilization Plan

Which incorporate. the conclusion. in this reiard.

III. [INRINgS CONCERNINg BIPUSX.ONS

The $22.8 Killion rec1uction in rate. re.ultin9 trom the

April 26, 1990 Stipulation pre.ents the cOJllZllission with a

pleasant <UleJllZlla 1 L e., how to equitably .pZ'ead the rata

reduction to mo.t ettectively benetit the ratepayers ot

Kis.issippi. Moet all of the partiee and intervenor. urqec1

that the reduction be applied to areas involvin9 their

re.pective interests. This is understandable tor they are

ac1vocate.. However, the CCIIDJllis.ion'. charqe ia to protect the

intere.t. ot all partie., intervenors, ratepayers, and the

Company. There b no diUiculty in deteminlnq the areas that

de••rve con.ideration tor reduction. They are numeroue. The

tunds, however, are tinite. with the foreqolni in mind, we

undertake the taak at hand.

Blocking ot '00/976 Number.

The Ki,.i••ippi PUblic Service Commi••ion ha. previously

ordered that South Central Bell block 900 and 9,e numbers tree

of charge for residential cuetomers that request blockinq.

Since that thle it ha. been brought to the Commi•• ion's

attention, through numerous complainta, that other classes ot

ratepayers auch a. churches, schoole and buainesses, also

de.ire to have 900 and 976 numbers blocked. Commissioner

.atlon initiated an inquiry into thie matter at the hearinq

11
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and South central ••11 agr.ed to furnish the C01llZlliasion

information coneerninq the revenue los. and cost to South

Central ••11 to provide blocking of th••• numbers free to all

classes of ratepayers. The C:otn1lli••ion finds thAt it i. in the

public intereat to eliminate the existing $3.75 monthly charge

to the above e1a•••• of ~uetom.r. for bloc~in9 of such call•.

Theretor., a portion ot the $22.8 Million rate reduction .hall

be appli.d to this ••rvice aa ••t out 11'1 Orderlng paragraph

3 below.

Ix;end.d Ar.a Calling Pl.n 'Aerl
Pour puDlic wit1'\..... u%'fl.d the C01IIIIi••ion to extend.

local callin; in Smith a1'\d DeSoto countie•• Mditionally, the

commis.ion ha. reoeived numerous inquiries tram resident. 11'1

th.s. two counties and other counties concerninq the.e 1••u•••

south Central .ell, through it. witne•• J.... H. And.erson,

al.o r.qu••t.d the commi••lon to extend the Are. Callin; Plan

from 22 mile. to 30 mlle.. This would ellow r ••idents ot all

Miaaissippi counties to oall their county ••ata on a local

••••ured ba.i.. The exten.ion of the Are. Call1n; PlAn will

a180 130 a lonq way in helpinq alleviate t.h. Extended Area

Service (US) problema tacin9 IIlany rural cu.tomers. As

poin~ed out by Hr. An4.raon, intraLATA short heul toll rate.

are at a level that .ub.tan~lally re.trict. callin; to near~y

.xchanq.e. This limits .conomic expansion from larqer cities

into the rural are•• which are ••rved ~y a nearby exchange.

Reducing the.e .hort haul toll rat.. shculd ••rve to open up

opportunit.i•• for economic developmont. In lar-;e metropolitan

ar••• today, customer. can call locationa that. are 30 mile.

away on a local baeis. In .any of the ••aller exchanges in

the ata~., it 1. neco••ary to call on a toll baais at these

and ev.n ahorter distance.. Expanaion cf the Area Calling

Plan to 30 mil•• mak.e expanded callinq .cope. available to

cu.tomer. 1n amaller exchanges on a ba.i. similar to customers

in larqer exohanqe.. We are convinced that high toll rates

do create an economic barrier to the citizen. of our state an~
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that by reducing ra~es in ~h.s. ar••s We will help enhance the

economic development ot ~h. state. Th.refo~., a portion ot

the $22.8 Million ra~e reduction .hall be .pp~ied to extand

the call area from 22 mile. to 30 mil•• and ~o inclUde county

••at ca11inq a. set out in ordering paragraph 3 below. This

ahall be accomplished no later than July 31, li90 in those

.xchanq•• whe~e ~he Area Callinq Plan 1. currently in ettact.

li-Jurisdiction,l WATS

The Commi••ion finds ~hat during ~e pendency ot this

cas., 1~ received corre.pondence trom .everal lnteraxchanqe

carrier. requa.tinq that the Commi.eion reviaw its policy on

the requirement for juriac!1ctionally separate WATs acce••

line.. That policy wa••et torth in DOcket No. 0-4i77, in

Which ~he Commi•• ion ordered ~hat interstate and intrastate

WATS service be provided over juri.dictionally .eparate WATS

acc••• line••

On April 20, lUO I South Central 8all tiled a tariff

revision (to be etfective JUly 2, 1990) Which provided for the

introduction of a bi-jurisdictional WATS ••rvice. Th_

••timated annual revenue impact on South Central Bell ot the

filing i. a reduc~ion in revenu•• ot $770,000. The Comm11111ion

fln~. that aiqnifleant changes have occurred in the market to

the point where ~ url.dict:ional re.t:rictions are no longer

appropriat:. and that customer. will ben.tit trom this tiling

throuqh the abili~y to con.truc~ more efficient networks.

'I'herefore, South Central Ball IS proposee:! b1-juriscl1ctional

WATS ~aritf .hould be implemented effective 3uly 2, 1990

and a portion of the $22.8 Million rat:e reduction ahall be

applied to ~his sarvioe a••et out in Orderinq paragraph 3

below.

Burll Z9n. Mile,se Chirp••

Rur'l eOne mileaqe charqe. are de.igneeS to recoup the

extra expen.e to aerve auatomers located outsieSe the base rat.

are.. The ••me eharqe. are al.o r••pon.ible tor some

customer. not being able to afloreS aingle lin•••rvice. As
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stated by Mr. Anderaon of Sou~h Central Ball, the zone charqe

ia simply a fixad charqa that ia addad to the baa1~ rate tor

cUBtomara who live in a rural are.. In ke.pinq with the

un1v~rs.l service 90&1 ot this Commission, a reduction in CQne

charqe. would make telephone ••rvice more affordable to

customers d.airing .ingle line telephone .arvice. Also, by

combining zone charge r.ductions with the Area Calling Plan

reduc~1on8, cu.tomer. in rural ar.as can ••a a sUbstantial

reduction in th.ir phone bill.

Theretore, we tind that we oan aooomplish our .tated

90a18 by allooaUnq a portion ot the U2.' Million rate

reduc~ion to all rural zone mileaqe oharqa. a. .et out in

Orderinq paraqraph 3 balow.

IntraLATA TOll 'eduotion

IntraLATA toll charqa. ar. priced a»ov. coat and

con.equen~ly provide a oontribution ~o local .ervic••

Historically, intrastate rate. have been pricad higher than

interstate rate.. However, with incre.sinq competition trom

the re.eller. and interexchanqe carriers, intra~TA toll rates

mUBt be reduoed in order for South Central aall to retain .ny

of that busine•• and remain in a competitive po.ture for the

tuture.

south Central Bell, the Attorney General and Mi•• i •• ippi

Laqal Service. Coali~ion/South•••t Missi••ippi ~9al Service•

• ntered into. Stipulation on May 14, 1"0. In paraqraph S

of that stipulation the parti.. to the Stipulation sUiqa.ted

allocation ot the reduction to cartain ar••• , one ot them

beine; a reduction in intraUTA toll in th. amount ot $10

Million.

The upda~ed testimony of AT'Tt. witne•• , Meil E. Brown,

.u"eeted a reduction to be allocated between intraLATA toll

and local services 1n the ••ount of $12.6 Million.

South Central .ell urged that any reduetions to

intra.tate acce.. charge. mu.t be accompanied by reductions

to South central Bell's intraUTA toll rate.. The company
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te.ti~ied that such concomitant reductions are necessary in

order to avoid increasing the disparity between South Central

Bell intraLATA toll rates and rate. ~or interLATA calling.

Mr. Anderson o~ South Central 8ell te.tified on direct

and croce-examination that intra.~a~e tell was priced abeve

coet and that it was South Central eell'. intention to move

The Suprema Court of Mi••i ••ippi in Pittman y. MPSC, 538

So.2~ 387,400 (Mi••• 19.9) .ai4:

On4er the statute utility rate. must be just
and reasonable. The .tatutory require.ent ot just
and rea.onable rate. i. .ati.tled when the rates are
cost b.seel.

Cost ba.ed rate. are a ~oal ot this commi••ion, however,

it is the experience ef this Commi.sion that the ~oal ot coat

bas.d rate. otten contlicts with other qoa1. ot this

C01Mli.sion, e.q., universal service. AdcUtionally, mevinq to

cost based rat.s teo quickly can re.ult in rat. shock to the

local subscriber. The Commi•• ion views cost ba.ed rate•••

an ideal, a yellow brick road that we treed deliberataly and

diligently with full knowled~e that count.rvailin~ goals may

prevont our arriving at the goal of totally cost based rate••

Theretore, a po~ion of ~h. $22.8 Million rate reduction shall

be applied to intraLATA toll as set out in ordering paragraph

J balow.

Lit,line Program

Laqal Services witn.,s Roger Colton .dYoca~.d the

insti~ution of a lifeline program in Hi••i ••ippi and urge~

that a portion of the $22,800,000 rate r.duc~ion be us.d to

imp1emen~ such program. This Commis.ion is committed to the

ideal ot universal telephone service and w. are very much

aware ot the special ne.ds of very low income ra~epayers. We

have directed the Company to file two (2) s.parate tariffs

which significantly address the needs of low income customers.

The first of th••• wa. Link-Up Hi••i ••ippi, which was approved

1n May of 1988. Thi. plan ha. been succe.stul in promoting

15
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subscriberehip among low income households wi~out triggering

the need for increases in basic local exchange rate.. The

second tariff filed by the Company to address the needs of low

income customers was the Area Calling Plan (ACP) as ordered

by the Commi.slon 1n Docket U-5214. The ACP was d••lgned to

"provide a way tor ratepayers to control their local telephone

ratee, help low income persons have acce•• to the network, and

addra•• extended are. calling concarns".

The Commission tinds that a portion ot the $22.8 Million

should be allocated to addre.. further the ne.ds ot our low

income telephone subscribers. Testi.ony support. both the

need to turther retine the ACP and imple.ent • LiteUne

Service ofterin; which would ba available to .11 persons

ma.ting the eli9ibl1lty require.ents to be established tor

the progralll. Lifeline is a taeleral a••istance program whereby

part or all of the federal subscriber line charg•• are weived

to the extant that intra.tate rates for these customers ara

likewise reduoed. Therefore, tor those custo.ers who meet

tha eli;ibility requirements for the liteline sarvice

offering, the Commission Unds that the ACP monthly rate

.hould be reduced by $1.00. The commi.sion with input trom

~he Company and Logal Sarvice. will develop a Lifeline plan

consisten~ with ~hi. order tor ~he purpose ot submi••ion to

the rederal C01'll!Ilunicat10ns Commi••ion to secure plan

oertitioa~ion and thereafter ACP monthly rate. shall be

reduced aa set forth above.

Therefor., a portion ot the $22.8 Million rate reduction

shall be applied to the.. .ervices as ••t out in Ordar1n9

paraqraph 3 below.

Intro.t.;e Acc... Charpe.

Prior to dive.titure AT'T and ~. Sell operating

Compani•• were .ibling. as i.aue ot "Ma Sall" and shared many

common interests. Since diVestiture their common intlre.ts

have diminishad end it i. not unusual tor the former siblings

to agreo to d1saqree. One is.ue tbat ATIT and South Central
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Sell do aqree on is that intrastate aooe•• eharqes .hould be

movea toward parity with interstate aoe••• eharqe•. South

Central Bell'. witn••• Jim Anderson, AT'T'a witnesses Garry

L. Sharp and Neil E. Brown, and MeI'. witness Don wood, all

advocated a r.duction in intrastate aoo••• obarqel. Th•••

witn..... aqr.ed that the qoal i. tor intra.tate aooes.

charq•• to "l11irror" interatate acce•• oharqe., however, the

intervenors wanted that qoal acoolllpli.hed in.tanter. The

Company urlJed that it would be inappropriate to reduce

intra.tate aoo... oharq.. by the ••ount urqed by the

interv.nor. eo ae to achieve .uch parity .t thie time. 'outh

Central Bell, the Attorney aeneral and I.eqal Services / in

their atorementioned atipulation, aet the intraatate aoce••

r.duction at $4 Million. The Commission accept. the concept

that intra.tate acee•• eharqe••hould .ove toward parity with

interstate aoo••• eharqes, however, a. we stated previously,

the funda available for this are finite. 1'he C01II2Ilia.ion

agr••• with the position taken by the company, the Attorney

Caneral and Laqal Servic•• in their stipUlation. Therefore,

a portion of the $22.8 Killion raee reduction shdl to be

applied to the reduction of intra.taee aco••• oharges a••et

forth in orderlnq paraqraph 3 below.

IT IS, THEREFORE, ORDERED by the Commiaaion that:

1. It i. in the be.t int.r••ts of Mi••ia.ippi

rat.pay.r., the pUblic, this C01ll1lli••ion, and ~. company for

this Commi••ion to adopt and implement a ~ate Stabilization

Plan.

2. The commi••ion hereby adept. and ordera the

implQmentatlon of the Mi••i ••ippi Rate Stabilization Plan in

the form and content of the November 15, 1989 Plan tiled by

the company, but •• moditied by our Findinqs herein. In order

to implement this Co.mi••ion order wieh reapect to the

Mi••i.sippi Rate Stabilization Plan, the company is ordered

to make the modificationa required her.in and ia ordered to

prepare and til. the Plan a. a eariff which will become part

17
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of it. General Sub.criber Service. Tariff, with an etfective

date of July 1, 1990.

3. The Company shall immediately fil" to beoome

effective with bUling period. on and atter July 1, 15190,

.~c.pt .s otharwiaa .et forth her.in, tariffs, rate., and

charqe., to raduce its rat.. by an annual amount or

$22,800,000 to be applied as follow. I

Servic. catt;orit.

Lifeline

ACP

• Beduc~ion Amount

I¥plnd gurrlnt \kP cilling 11'.'1
t; 30 mile. and 111;101 III ACP
cu.tgm.r. to ;111 county I.,t

Asg•••
Baduce intrl'~lte priqin'tinq
And t'rmin.tinq CCLC tpwlrd
th' interstate ltyel

Tell

lurll ZgD' Mil ••g. Ch'r;"

ptSetA Cpunt.y

Smith Count,y

li-Juri,dictional HATS

Blggkinq
rrtt hlAckina Af g.11. tp 976/'00
nymb.r. trom bu.in••••• ! snursbl"
,nd ,sb;pl'

4.0M

10.gM

2.5M

,g2~

,17M

,017M

4. This Ord.r con.titute. the t1nal Order of this

Commis.ion in this cau.t, and lupar••da. &n4 lupplant. any

interim or other prior Ordtrl htrlin to the extent that any

such Orcser is 1ncondsunt with any Undine; or conclusion

herein, or any other provision hereof.

5. 2ACh apecitic f1ndinq of tact and conclulion of law

heretofore .ade 1n this Order 1a Accepted and adopted a. an

ultimate find1n; of t.c~ and ccnclusion of law by the

COBb.ion.

ORDERED by the coambaion th1a the

~, 1190.

11

J g.P- day of

:' S. 14. 91 O! : 43 PM PI 9



v

Chairman Nielsen Coeh~aft vo~ed ~J Vice eha1rman Bo

Robinson voted~ C01lUllis.ioner GeoreJe T. w.~.on vo1:ed

¥.
MISSISSIPPI PUBLIC SERVICE COMMISSION
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FEDERAL COMMUNICATIONS COMMISSION
W....HINGTON. C.C. ao...

"'~"""'TO:

June 22, 1990

Hr. Paul Glist
Cole, Raywid &Braverman
Attorneys at Law
Second Floor
1919 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

Dear Mr. Glist:

This is in response to your letter of December 20, 1989 which requested
a response that would allow companies paying pole attachment rentals to
determine pole attachment carrying costs using Part 32 accounts reported in
the Annual Report Form M.

You requested that we review your understanding of where the contents
of certain Part 31 accounts are reported on the Federal Communications
Commission Annual Report Form M. Annual Report Form M was revised on April
27, 1989 (DA 89-503, released May 12, 1989) to reflect the new accounting
system in Part 32 (~7 C.F.R. Part 32) that replaced the accounting system in
Part 31 effective January 1, 1988.

Your letter also requested information on whether or not the contents
of several apparently comparable Part 32 expense accounts now include more
expenses than they previously included under Part 31. The Part 32 accounts
for which you requested more specific information are discussed in the
folloWing paragraphs.

Account 6~11, Poles expense.

Account 6~11 under Part 32 is comparable to Part 31 Account 602.1,
Repair of pole lines, if the benefit component and rent component of the
expense matrix are eliminated. Under Part 32, Account 6~11 includes benefits
preViously included in Part 31 Account 672, Relief and pensions, social
security and other payroll taxes previously recorded in Part 31 Account 307,
Other operating taxes, and rents previously included in Part 31 Account 671,
Opera ting rents. Account -602. 1 generally matches with the sum of columns (ac)
and (af) reported for Account 6411 on Annual Report Form MSchedule 1-1.



In the formula prescribed in CC Docket 86-212, the benefit amounts
reported in Annual Report Form M Schedule 1-1 column (ad) would have been
included as part of the numerator for the calculation of the administrative
expense ratio and the social security and other payroll taxes also included in
column (ad) would have been included in the numerator for the calculation of
the normalized taxes ratio. The rents reported in column (ae) would have been
included as part of the numerator for the calculation of the administrative
expense ratio.

Account 612~! General purpose computers expen$e.
Account 672~! Information management.

Your letter correctly notes that Part 31 did not provide separate
accounts for computer expenses and that Part 32 includes expenses recorded in
Account 672~ in the category of general and administrative expenses. Your
letter is not correct in assuming that if one wishes to isolate the computing
expenses a telephone utility incurs in general corporate overhead, one would
look to Account 672~ only. Account 612~, as presently described in Part 32

_does include some expenses that under Part 31 were included in general and
administrative expenses. Expenses recorded in Account 612~ relate to assets
recorded in Account 2'2~, General purpose computers, which by definition
relate to general administrative information processing activities. (See
117 C.F.R. Sections 32.2'2~ and 32.5999 (b». While we have conducted no
formal analysis of this account it should not contain expenses associated
with computers and related devices and software that perform switChing,
network signalling, network operations or plant specific equipment functions
for which accounts have been provided (See ~7 C.F.R. 32.212~ (d».

Account 6535, Engineering expense.

Under Part 31, expenses of general engineering departments were recorded
initially in Account 705, Engineering expense and then cleared to other
accounts on the basis of services rendered, as determined by the time devoted
to particular jobs. The pay and expenses of supervisory personnel and other
personnel engaged in clerical, reproduction and record work were also cleared
to other accounts. Under Part 32, Account 6535 includes general engineering
expense that is not directly chargeable to specific undertakings or projects.
Under Part 32, engineering expenses directly related to poles would be
recorded in Account 64", Poles expense. As a result, a portion of Account
6535 would include the indirect expenses of supervisory personnel that under
Part 3' would have been cleared to Part 31 Account 602.1, Repair of pole
lines.

- 2 -



Account 66", Product management.
Account 66'2, Sales.
Account 6613, Product advertising.
Account 6621, Call completion services.
Account 6622, Number services.
Account 6623, Customer services.

Under Part 31, the expenses recorded in Accounts 640 through 650,
considered in the aggregate, generally track to Accounts 661' through 6623
under Part 32, with the exception of connecting company relations expenses,
which were recorded in Part 31 Account 644 that are now recorded in Account
6722 under Part 32.

Account 6722, External relations.

Some of the expenses recorded in this account were not included in
Accounts 661 through 677 under Part 31. These expenses include nonproduct
related corporate image advertising and some expenses that were recorded in
Account 644, Connecting company relations. The nonproduct related corporate
image advertising portion of the expenses recorded in Account 6722 can be
identified on Annual Report Form M Schedule 1-6. There is no separate
identification of the connecting company portion of expenses recorded in
Account 6722 in the Annual Report Form M.

Account 6726, Procurement.

Under Pa rt 31, the expenses now recorded in Account 6726 were originally
recorded in Account 704, Supply expense and then cleared to appropriate
accounts including Accounts 661 through 677.

We have reviewed the attachment to your letter, which we have revised in
!lIght of the previous discussion and enclosed as an attachment to this letter.

If you have additional questions you may contact John T. Curry or
Thaddeus Machcinski of my staff on (202) 634-'861.

Sincerely,

~~/~
Kenneth P. Moran
Chief, Accounting and Audits Division

Attachment

- 3 -



ATTACHMENT

Conversion Schedule

Part 31
Account Part 32 Account Title Form MLocation

100.1 Telephone Plant in Service 2001/Sch. B-1

171 Accumulated Depreciation 3100/Sch. B-1

176.1 Net Current Def. Operating Inc. Taxes lI100/Sch. B-11
Net Noncurrent Def. Oper. Inc. Taxes lI340/Sch. B-11

2~ 1 Pole Lines Investment 2411/Sch. B-1
608 Pole Lines Accumulated Depreciation 2~11/Sch. B-5b

304 Operating Investment Tax Credits-net 7210/Sch. 1-1
306 Operating Federal Income Taxes 7220/Sch. 1-1
307 Operating State and Local Income Taxes 7230/Sch. 1-1 1I

Operating Other Taxes 7240/Sch. 1-1 11

308.1
308.2
309 Provision for Defer. Operating Inc. Tax-net 7250

602.1 Pole Expense 6411/Sch. 1-1 £1

661 Executive and Planning 6710/Sch. 1-1

662
663 Accounting and Finance 6721/Sch. 1-1

664 External Relations 6722/Sch. 1-1 1/
Legal 6725/Sch. 1-1

1/ Does not include social security and other payroll taxes.

2/ Column (ad) ~ill include relief and pensions formally recorded in Account
672 and social security and other payroll taxes included in Account 307.
Column (ae) will include rents included in Account 671.

3/ Includes institutional advertising included in Account 642, and connect­
ing company relations included in Account 644. The amount of advertising
in 6722 is reported on Form MSchedule 1-6.



Part 31
Account

665

668

669

670

671

672

673

674

675

Part 32 Account Title

Other General and Administrative

Poles Expense (other matrix)

Poles Expense (other matrix)

Earth Station Expenses

Poles Expense (rent matrix)

Poles Expense (benefits matrix)

Telephone Franchise Requirements

General Services and Licenses

Other Expenses
General Purpose Computers
Engineering Expense
Human Resources
Information Management
Procurement
Research and Development
Other General and Administrative

Form H Location

6728

6~'1/Sch.l-1 col.(af)

6~11/Sch.l-1 col.(af)

6231/Sch.l-1 col.

6411/Sch.I-l col.{ae)

6411/Sch.l-1 col.{ad)

Various Accounts

Various Accounts

Various Accounts
6124/Sch. 1-1 4/
6535/Sch. 1-1 ~/
6723/Sch. 1-1 ­
6724/Sch. 1-1 4/
6726/Sch. 1-1 2/
6721/Sch. 1- 1
6728/Sch. 1-1 6/

4/ A portion of these expenses were included in total administrative and
general expenses under Part 31.

2/ A portion of the expenses recorded in this account were recorded in Account
704. Supply expense under Part 31 and then cleared to appropriate Accounts
661 through 677.

6/ A portion of these expenses were included in Account 626 Rest and lunchrooms
under Part 31.
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